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SUMMARY 


Nicaragua's  economic  situation  has  brightened  considerably  in  the  past  3 
years,  due  largely  to  good  crops  -  particularly  the  cotton  crop.   The  estimated 
gross  national  product,  of  which  about  40  percent  is  derived  from  agriculture, 
increased  by  almost  5  percent  in  1962  over  1961  (at  1961  prices)  and  a  compa- 
rable increase  probably  occurred  in  1963. 

Cotton  is  now  Nicaragua's  leading  commercial  crop,  replacing  coffee. 
Banana  production  has  been  Tevived  and  livestock  development  continues,  largely 
through  the  efforts  of  the  Production  Development  Institute. 

Total  exports  increased  by  47  percent  between  1960  and  1962  while  total 
imports  increased  by  37  percent.   Cotton  and  coffee  are  Nicaragua's  chief 
exports,  accounting  for  57  percent  of  the  total  in  1962.   Other  exports  of  in- 
creasing importance  are  sugar,  meat,  bananas,  and  copper.   The  United  States  is 
the  best  market  for  all  these  exports  except  cotton. 

The  United  States  in  1962  supplied  50.4  percent  of  Nicaragua's  total 
imports,  compared  with  48.8  percent  in  1961.   Wheat  flour,  leaf  tobacco,  dairy 
products,  rice,  corn,  pulses,  fruits,  and  vegetables  are  Nicaragua's  chief  agri- 
cultural imports.   The  U.S.  share  of  the  Nicaraguan  market  for  these  farm  pro- 
ducts declined  from  almost  three-fourths  in  1957  to  just  over  half  in  1961.   The 
outlook  for  the  immediate  future  is  for  the  United  States  to  continue  supplying 
at  least  half  of  the  country's  imports  of  farm  products. 


CURRENT  ECONOMIC  CONDITIONS 

Nicaragua's  economic  situation  has  been  improving  over  the  past  2  years 
and  continued  favorable  in  1963,  due  largely  to  good  crops  and  markets,  although 
industrial  investment  also  continued  to  expand.   The  estimated  gross  national 
product  at  1961  prices  was  $325.1  million  in  1961  and  $340.0  million  in  1962. 
Per  capita  GNP  is  estimated  at  $216  for  £962  compared  with  $213  for  1961.   The 
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per  capita  GNP  has  increased  since  1959  but  it  has  not  yet  regained  the  levels 
of  1957  and  1958.   Approximately  40  percent  of  the  GNP  is  derived  from  agricul- 
ture compared  with  15-20  percent  from  industry  which,  however,  is  increasing. 

The  Government  during  1962  enacted  tax  reform  measures  to  increase  revenue. 
The  regulations  affect  real  estate,  personal  property,  stamp,  transfer  of  real 
estate,  inheritance,  and  income  taxes. 

Trade  has  been  expanding,  as  evidenced  by  a  47  percent  increase  in  exports 
and  a  37  percent  increase  in  imports  between  1960  and  1962.   Official  customs 
data  show  total  exports  (f.o.b.)  of  $56.0  million  and  total  imports  (c.i.f.) 
of  $71.7  million  for  1960  compared  with  preliminary  customs  totals  for  1962  of 
$82.5  million  and  $98.2  million  respectively.   Cotton  and  coffee  furnished  57 
percent  by  value  of  all  exports  in  1962.   However,  their  relative  importance 
has  declined  —  in  1957  their  percentage  was  78.   Products  which  have  begun  to 
supply  increasing  amounts  of  exports  are  sugar,  meat,  bananas,  and  copper. 

The  position  of  the  United  States  as  a  supplier  of  Nicaragua's  imports  im- 
proved in  1962  over  1961.   Preliminary  data  show  that  in  1962  the  United  States 
supplied  50.4  percent  of  imports  compared  with  48.8  percent  in  1961.   The  United 
States  purchased  35.4  percent  of  Nicaraguan  exports  in  1962  and  41.9  percent  in 
1961. 

Changes  in  the  composition  of  Nicaragua's  agricultural  imports  will  follow 
the  recent  opening  of  a  rolled  oats  plant  and  the  imminent  opening  of  a  flour 
mill.   The  rolled  oats  plant  is  designed  eventually  to  produce  about  2,700 
metric  tons  of  processed  oats  annually  and  the  flour  mill  output  will  be  around 
21,000  metric  tons  per  year.   In  1961  Nicaragua  imported  16,392  metric  tons  of 
flour  valued  at  $2.2  million,  of  which  8,227  tons  valued  at  $1.1  million  came 
from  the  United  States . 

Nicaragua  is  a  member  of  the  Central  American  Free  Trade  Area.   Trade  with 
the  other  three  charter  members  of  CAFTA  (Guatemala,  El  Salvador,  and  Honduras) 
more  than  doubled  in  1962  from  1961.   There  was  a  marked  increase  in  both  im- 
port and  export  trade  with  each  of  these  three  countries. 

Trade  with  Costa  Rica,  which  until  mid-1963  was  not  a  full  member,  and  with 
Panama  increased  moderately  in  1962.   In  that  year  Nicaragua's  trade  with  all 
the  Central  American  countries  was  just  over  6  percent  of  total  trade.   As  the 
common  market  develops  further,  a  shift  in  trade  may  be  expected  so  that  more  of 
Nicaragua's  import  needs  will  be  supplied  from  within  the  common  market  area. 

AGRICULTURAL  POLICIES 


The  Government  of  Nicaragua  is  vigorously  promoting  agricultural  diversi- 
fication through  technical  assistance  and  other  Government-sponsored  programs, 
including  credit.   The  objective  of  these  programs  is  to  stimulate  production 
of  food  crops  for  home  consumption  and  of  other  commodities  that  will  either 
conserve  or  earn  foreign  exchange. 

Many  of  Nicaragua's  reform  efforts  antedate  the  Alliance  for  Progress  and 
stem  from  recommendations  made  by  the  International  Bank  for  Reconstruction  and 
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Development  in  1952.   U.S.  and  international  financial  assistance,  together  with 
a  measure  of  self-help,  have  brought  about  some  progress  in  these  fields.   Some 
of  the  programs  of  the  Nicaraguan  Government  which  most  directly  affect  agri- 
culture are  crop  diversification,  road  construction,  expanded  power  installa- 
tions, improved  port  facilities,  and  a  modernized  banking  system.   Loans  from 
the  Inter- American  Development  Bank  under  the  Alliance  for  Progress  for  agricul- 
tural credit  and  rural  housing  will  help  to  further  the  objectives  of  the 
Alliance.   Land  reform  and  revised  tax  legislation  are  also  steps  toward  ful- 
fulling  requirements  of  the  Alliance. 

The  Production  Development  Institute  of  Nicaragua  (INFONAC),  an  organiza- 
tion with  a  record  of  solid  accomplishments,  is  interested  in  a  number  of 
projects  for  diversification  of  production.   One  notable  example  is  the  improv- 
ment  in  the  nation's  beef  cattle  and  frozen  beef  export  industry.   Exports  of 
beef  were  negligible  in  1958  but  by  1962  were  valued  at  $6.0  million,  making 
beef  the  third  ranking  agricultural  export. 

Another  promising  project  it  the  development  of  banana  plantations  around 
Chinandega,  which  are  supplying  bananas  for  export.   Under  the  Institute's 
banana  program,  exports  have  reversed  a  long  downtrend  and  are  expected  to  in- 
crease substantially  over  the  next  several  years.   There  were  2,000  metric  tons 
exported  In  1961. 

Policies  for  regulating  foreign  trade  include  relatively  high  tariff  meas- 
ures which  protect  domestic  industry,  provide  revenue,  and  restrict  imports  of 
luxury  goods  to  conserve  foreign  exchange .   Nicaragua  also  has  bilateral  and 
multilateral  trade  agreements  and  engages  in  some  state  trading. 

An  agency  of  the  Government,  the  National  Institute  of  Foreign  and  Domestic 
Commerce  (INCEI),  implements  marketing  and  price  control  policies.   It  buys  and 
exports  some  coffee  and  cotton  and  operates  a  price  support  program  for  corn, 
rice,  and  beans.   Support  prices  for  the  1962/63  crops  were:   $1.68  per  bushel 
for  corn,  $5.03  per  cwt.  for  beans,  and  $3.57  per  cwt.  for  rough  rice. 

A  National  Planning  Office,  established  in  February  1962,  has  responsi- 
bility for  preparing  development  plans  and  coordinating  the  efforts  of  the 
various  Government  ministries  and  autonomous  agencies.   It  is  expected  that  in 
any  plans  that  evolve,  agriculture  and  related  industries  will  be  given  pref- 
erence over  other  types  of  industrial  development. 

Financing  for  agricultural  development  is  available  from  the  National  Bank 
and  from  the  Production  Development  Institute.  Rural  credit  agencies  have  been 
established  in  more  than  20  locations  in  the  western  part  of  the  country. 

AGRARIAN  REFORM 

The  overall  population  density  is  28  persons  per  square  mile,  but  the 
rural  population  is  estimated  at  a  relatively  high  density  of  225  persons 
per  1,000  acres.  Landownership  is  concentrated,  which  has  brought  pressure 
for  land  reform.    Icaza  states  that  in  1957,  200  landowners   held  more 
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than  one-third  of  privately  owned  land.  1/   Nicaragua  has  a  large  amount  of 
unused  land  with  agricultural  potential,  not  only  in  the  eastern  part  of  the 
country  but  also  in  the  well-favored  western  portion. 

After  2  years  of  preparation, an  Agrarian  Reform  bill  was  signed  into  law 
and  became  effective  in  May  1963.   The  law  is  expected  to  operate  more  as  a 
land  colonization  law  than  as  a  measure  to  redistribute  settled  property. 

Food  production  in  the  Pacific  zone  is  largely  at  the  mercy  of  variable 
rainfall.   To  help  overcome  this  handicap  the  Government  is  encouraging  irri- 
gation and  has  succeeded  in  getting  several  thousand  acres  under  irrigation  by 
means  of  small  private  systems.   However,  it  is  possible  that  as  much  as  175,000 
acres  could  be  irrigated  eventually  under  large-scale  projects.   A  loan  of  $2.6 
million  has  been  granted  by  the  World  Bank  for  the  first  such  large-scale  pro- 
ject, in  the  Department  of  Rivas,  some  70  miles  south  of  Managua.   The  land 
selected  for  the  project  is  now  being  grazed.   Under  year-round  irrigated 
cropping,  bananas,  plantains,  corn,  rice,  beans,  sugarcane,  sesame,  and  truck 
crops  could  be  produced. 

TRANSPORTATION 


If  Nicaragua's  agricultural  policies  are  to  be  effective  in  increasing 
exports  and  providing  more  food  for  home  consumption,  better  transportation  to 
markets  must  be  provided.   One  of  Nicaragua's  most  pressing  needs  is  for  an  im- 
proved road  system  and  extension  of  feeder  roads  into  potentially  productive 
areas.   In  late  1962  the  U.S.  Agency  for  International  Development  granted  a 
loan  of  $3.7  million  for  road  construction.   Other  U.S.  funds  have  been  ear- 
marked for  completion  of  the  Rama  road  and  for  work  on  the  Inter -American 
Highway.   The  latter  traverses  the  productive  western  part  of  Nicaragua,  and 
the  Rama  road  will  provide  a  highway  connection  with  the  east  coast. 

AGRICULTURAL  OUTPUT 


During  1957-62  the  index  of  total  agricultural  production  rose  from  125  to 
186  (1952-54:100).   Production  fell  below  the  base  period  only  in  1959.   This 
setback  was  caused  largely  by  a  sharp  drop  in  the  cotton  crop  that  year.   But 
cotton  has  more  than  regained  its  former  level  of  production  and  each  crop 
since  1960  has  reached  record  proportions.   Increases  in  centrifugal  sugar, 
beef,  and  milk  have  also  helped  keep  the  level  of  farm  production  moving  upward, 
On  a  per  capita  basis,  total  agricultural  production  in  1962  stood  at  137  com- 
pared with  126  in  1961  and  only  99  in  1959.   The  index  of  food  production  on  a 
per  capita  basis  was  115  in  1962,  the  same  as  in  the  previous  year.   Population 
during  1962  increased  3.8  percent.   Agricultural  output  for  1963  increased 
further,  with  the  index  of  production  estimated  at  193  due  largely  to  a  con- 
tinued increase  in  cotton  production. 


1/  Icaza,  Julio  T. ,  "Hacia  la  Reforma  Agraria  en  Nicaragua"  Matagaipa,  1959, 
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The  level  of  food  consumption  in  Nicaragua  is  low  relative  to  some  other 
Latin  American  countries.   In  1958  the  daily  per  capita  calorie  intake  was 
estimated  at  only  1,985,  which  is  515  calories  below  the  recommended  minimum.  2/ 
However,  preliminary  estimates  indicate  that  per  capita  food  consumption  in- 
creased to  an  average  of  2,190  calories  per  day  for  the  period  1959-61.   Corn 
is  the  chief  item  in  the  diet  and  the  source  of  about  one-third  of  the  calories . 
Pulses,  cassava,  sugar,  and  limited  quantities  of  animal  products  are  consumed. 
Bananas  and  many  other  fruits  in  season  are  also  important.   The  diet  of  the 
average  urban  dweller  is  varied  by  wheat  flour,  rice,  vegetable  oils,  sugar, 
meat,  and  dairy  products. 

Cotton  and  Cottonseed 

Until  1959,  when  it  was  displaced  by  El  Salvador,  Nicaragua  was  the  larg- 
est cotton  producer  in  Central  America.   Its  cotton  exports  compete  directly 
with  those  of  the  United  States  in  world  markets.   Production  in  Central  America 
has  been  trending  .upward  in  recent  years.   In  the  last  few  years,  Nicaragua1  s 
output  increased  sharply  —  from  32,000  metric  tons  in  1960  to  56,000  in  1961 
and  71,000  in  1962  (table  1).   Production  is  estimated  at  79,000  for  1963. 
These  two  successive  record-breaking  crops  have  contributed  both  to  increased 
total  agricultural  output  and  to  the  upturn  in  the  general  economy.   Ten  years 
ago  cotton  and  cottonseed  accounted  for  only  17  percent  of  all  exports;  by  1962 
this  percentage  had  climbed  to  40. 

The  decline  in  the  1959  crop  was  due  to  a  combination  of  factors.   As  a 
result  of  large  world  stocks  and  lower  prices  in  world  markets,  farmers  cut 
planted  acreage  by  more  than  25  percent  below  the  previous  season.   Also,  man- 
agement was  neglected,  allowing  heavy  infestations  of  insects.   Dry  weather 
contributed  further  to  the  poor  crop. 

Cotton  production  began  to  expand  in  1961.   In  1961  and  again  in  1962, pro- 
duction records  were  set  with  the  aid  of  exceptionally  good  weather.   Better 
returns  also  encouraged  farmers  to  resume  the  use  of  insect  and  disease  control 
measures.   Acreage  planted  for  the  1963  crop  was  up  14  percent  from  1962. 

Some  shifts  in  production  areas  have  taken  place  and  others  may  develop. 
For  the  1959  crop,  43  percent  of  the  planted  acreage  was  in  the  Department  of 
Leon,  40  percent  in  Chinandega,  and  14  percent  in  Managua.   Two  years  later, 
Chinandega  led  with  46  percent  of  the  planted  area.   Recently,  around  1,200 
acres  of  this  high-yielding  Chinandega  cotton  land  has  been  put  into  irrigated 
banana  production.   But  acreage  expansion  in  Leon  and  Managua  is  expected  to 
offset  this  loss.  It  has  been  reported  that  approximately  6,000  acres  of  new 


2/  Food  Balances  in  Foreign  Countries, 

Part  III:   Estimates  for  20  Republics  of  Latin  America, 

FAS-M  104.  November  1960, 

For.  Agr.  Ser.,  U.S.  Dept.  Agr.  and 

The  World  Food  Budget,  1962  and  1966,  Supplement  No.  1,  The  Western 

Hemisphere,  Oct.  1961,  Econ.  Res.  Ser.,  U.S.  Dept.  Agr. 
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plantings  are  to  be  made  in  Rivas  Department.   The  large-scale  irrigation  pro- 
ject for  Rivas  may  favorably  influence  cotton  production  in  the  area. 

Table  1. --Nicaragua:   Production  of  principal  agricultural  commodities,  average 
1952-54.  annual  1957-63 

: Average:     :::::: 
Commodity :1952-54:1957  :  1958  :  1959  :  1960  :  1961  :  1962  :  1963 

.  __-_.__  -1 ,000  metric  tons  ----------- 

Corn :  119  105  107  97  117  122  124  102 

Rice  (paddy) :  38  32  32  31  36  39  37  33 

Beans :  33  12  20  22  22  32  32  29 

Centrifugal  sugar. : 

raw  value  I/...:  33  41  58  68  64  67  81  101 
Noncentrifugal. . . . : 

sugar  1/ :  23  23  23  23  18  16  21  21 

Sesame  2/ 12  7  9  8  8  6  5  5 

Bananas  3/ :  10  2  2  2  4  1  8  10 

Coffee :  23  23  22  22  29  26  29  27 

Tobacco :  .6  .9  .9  .9  2.0  2.6  2.8  3.0 

Cotton  fiber ;  27  48  47  28  32  56  71  79 

Beef  2/4/ :  16  18  20  26  28  30  30  32 

Pork  2/  4/ :  43555555 

Milk  2/ :  175  230  353  386  386  386  390  390 

» 
\J     Milled  mainly  in  year  shown  from  cane  produced  principally  in  the  previous 

year. 

2/  Estimate,  Economic  Research  Service. 

3/  Exports. 

4/  Carcass  weight  basis. 

SOURCE:   Foreign  Agricultural  Service,  except  as  noted. 

The  quality  of  Nicaraguan  cotton  has  been  improved  to  make  it  more  accepta- 
ble in  world  markets.  Local  textile  mills  apparently  consume  only  about  1,700 
metric  tons,  which  means  that  most  of  Nicaragua's  cotton  normally  is  exported. 
The  major  markets  are  Japan,  West  Germany,  the  United  Kingdom,  and  the  Nether- 
lands. 

Cottonseed  is  important  as  a  source  of  oil  and  oilseed  cake  and  meal. 
More  of  the  output  of  cottonseed  is  being  crushed  domestically  than  in  the  past 
and  the  Government  has  restricted  exports  to  insure  an  adequate  supply  for  local 
mills.   There  are  three  crushing  mills  with  a  total  capacity  of  45,000  tons  of 
seed.   Japan  is  the  principal  market  for  cottonseed  exports. 

Coffee 


Nicaragua's  coffee  crop  was  for  many  years  the  chief  source  of  the 
country's  income.   In  1953  it  accounted  for  47  percent  of  all  exports,  but  by 
1962  it  had  declined  to  19  percent.   After  the  sharp  decline  in  the  export  value 
of  coffee  in  1957   (table  2),  the  Nicaraguan  Government  announced  plans  to  help 
growers  increase  yields  and  lower  production  costs  through  better  cultural 
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practices.   The  program  was  to  have  been  a  cooperative  venture  between  the 
Development  Institute,  the  Ministry  of  Agriculture,  the  National  Bank,  the 
Coffee  Grower's  Association,  and  individual  coffee  planters.   The  Institute  was 
to  be  the  main  financial  agency  and  the  coordinator  of  projected  activities. 
The  proposed  emphasis  of  the  program  was  to  obtain  larger  yields  through  using 
fertilizer,  controlling  pests  and  diseases,  replacing  trees  over  20  years  of 
age,  and  other  improved  practices.   The  program  apparently  was  ineffective. 
However,  there  is  talk  now  of  establishing  a  Coffee  Research  Institute  to  carry 
on  the  same  type  of  program. 

Table  2.  —  Nicaragua:  Exports  of  coffee  and  cotton,  quantity,  value, 
and  unit  value,  1952-62 


Year 

R 

Quantity 

Metric, 

tons 

1952 

18,912 

1953 

18,774 

17,073 

•  22,765 

16,943 

1957 

•  22,035 

1958 

:  22,912 

1959 

:  16,309 

•  21,770 

1961 

:  20,965 

1962  1/. 

:  20,552 

Raw  coffee 


:  Unit  value 
Value  ;   per  kg. 


Cotton 


:  :  Unit  value 

Quantity       ;       Value       :       per  kg. 


1,000 

Metric 

1,000 

dol. 

Dol. 

tons 

dol. 

21,661 

1.15 

9,530 

6,838 

21,332 

1.14 

12,783 

8,403 

25,097 

1.47 

23,196 

16,764 

27,856 

1.22 

43,971 

30,976 

23,169 

1.37 

36,338 

23,567 

28,511 

1.29 

36,016 

21,793 

24,231 

1.06 

42,701 

24,890 

13,858 

.85 

61,687 

29,347 

19,221 

.88 

27,390 

14,683 

17,368 

.83 

32,515 

18,341 

15,400 

.75 

55,660 

31,300 

Dol. 

0.72 
.66 
.72 
.70 
.65 
.61 
.58 
.48 
.54 
.56 
.56 


1/  Preliminary. 

SOURCE:   Memoria  de  la  Recaudacion  General 
de  Aduanas,  1961  for  years  1952-62 
Foreign  Agricultural  Service  for  1962  quantity. 


Price  levels  have  not  inspired  growers  to  make  all-out  efforts  to  improve 
yields,  which  remain  low- -less  than  half  a  pound  per  tree.   However,  production 
has  not  been  drastically  reduced  because  growers  have  been  planting  some  new 
trees  for  about  7  years,  and  these  trees  have  been  coming  into  production.   The 
1962  crop  was  29,000  metric  tons,  up  3,000  tons  from  the  previous  year's  crop. 
The  1963  crop  is  estimated  to  be  down  slightly  to  27,000  tons. 

A  soluble  coffee  processing  plant  emerged  as  a  major  industry  in  1961  when 
it  produced  1.8  mi  11  ion  pounds,  although  it  operated  at  only  50  percent  of 
capacity.   The  plant  has  been  absorbing  all  surplus  low  grade  green  coffee  so 
that  there  have  been  no  carryover  problems.   In  fact,  imports  are  necessary  to 
help  the  plant  meet  demands  for  its  product.   However,  under  a  new  agreement, 
soluble  coffee  will  be  charged  to  a  quota,  so  there  may  be  a  surplus.   Output 
in  1962  was  around  3  million  pounds,  of  which  two-thirds  went  to  the  United 
States  at  premium  prices . 
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Sugar 

Sugarcane  is  planted  in  all  Departments  of  Nicaragua.   Chinandega,  Granada, 
Managua,  and  Matagalpa,  which  formerly  had  about  three-fourths  of  the  planted 
acreage,  now  have  about  two-thirds.   Increases  in  planted  area  have  occurred  in 
all  Departments.   Total  area  for  the  1962  crop  was  68,067  acres  compared  with 
47,826  for  1958.   Estimated  area  for  the  1963  crop  was  about  the  same  as  for 
1962. 

Acreage  expansion  has  about  leveled  off.   Growers  would  like  to  be  assured 
of  a  larger  permanent  quota  from  the  United  States  or  a  permanent  high  price 
in  the  world  market  before  undertaking  much  further  expansion  of  cane  plantings. 
Therefore,  any  production  increases  in  the  future  may  be  attributed  to  increased 
use  of  fertilizer.   Such  use  could  decrease,  however,  if  the  price  of  sugar 
should  drop. 

Approximately  50  percent  of  the  cane  milled  in  Nicaragua  is  purchased  from 
private  growers;  the  remainder  comes  from  plantations  operated  by  the  mills. 
There  is  no  Government  subsidization  of  the  sugar  industry.  While  none  of  the 
mills  are  owned  by  U.S.  citizens,  they  have  about  25  percent  of  the  stock  of 
the  San  Antonio  mill.   This  mill  produces  60  percent  of  the  total  annual  pro- 
duction of  raw  centrifugal  sugar.   Centrifugal  sugar  output  from  the  1962  crop, 
most  of  which  was  actually  milled  in  1963,  is  estimated  at  101,000  metric  tons 
compared  with  81,000  tons  from  the  1961  and  58,000  tons  from  the  1957  cane 
crops.  The  1963  cane  crop  is  expected  to  produce  100,000  tons  of  centrifugal 
sugar. 

Sugar  legislation  of  the  United  States,  signed  into  law  in  July  1962, 
amended  the  U.S.  Sugar  Act  and  provided  for  import  quotas  through  December  1964 
for  countries  other  than  the  Republic  of  the  Philippines.   As  one  of  10  coun- 
tries having  a  permanent  quota  under  the  Act,  Nicaragua  was  assigned  a  basic 
quota  of  27,048  short  tons  for  1963.   For  the  first  6  months  of  1963  the  United 
States  had  received  14,183  tons  of  basic  quota  sugar  and  15,176  tons  of  global 
quota  sugar  from  Nicaragua. 

Food  Grains 

Production  goals  under  a  grain  storage  and  price  stabilization  program  for 
the  Central  American  area  are  planned  so  that  Nicaragua  by  1970  will  have  sur- 
pluses of  corn,  rice,  and  beans  to  export  to  the  other  common  market  countries. 
To  reach  these  goals,  however,  Nicaragua  will  have  to  expand  its  research, 
extension,  and  rural  credit  to  benefit  more  small  and  medium  sized  farms.   Ex- 
tension and  improvements  in  the  road  system,  colonization,  and  the  Rivas  irri- 
gation project  are  expected  to  bring  about  production  increases,  but  the  assur- 
ance of  a  stable  market  in  the  free  trade  area  would  also  help  stimulate 
production. 

Though  the  Government  is  trying  to  promote  expanded  production  of  food 
crops,  the  country  still  lacks  adequate  storage  facilities  to  take  care  of 
abundant  harvests.   Also,  roads  are  lacking  by  which  these  crops  could  be  dis- 
tributed to  remote  areas . 
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Corn  production  continues  to  increase  slowly,  but  Nicaragua  has  not  ex- 
ported corn  in  recent  years,  except  in  1960.   Output  for  1962  of  124,000  metric 
tons  was  up  4  percent  from  the  1952-54  period.   A  harvest  of  102,000  tons  is 
estimated  for  1963.   Corn  production  for  human  consumption  usually  is  plentiful, 
but  corn  must  sometimes  be  imported  to  satisfy  the  expanding  livestock  and 
poultry  industrys'  growing  needs.   Unofficial  estimates  place  white  corn  output 
at  98  percent  of  total  corn  production. 

Rice  production  for  1962  was  37,000  metric  tons,  5  percent  below  1961  and 
3  percent  below  the  1952-54  average.  Output  is  estimated  at  33,000  tons  for 
1963.  One  of  the  large  producers  has  introduced  a  new  variety  resistant  to 
hoja  blanca  disease.  The  variety  was  tested  and  proved  successful  in  El  Sal- 
vador. The  seed  produced  the  highest  yields  ever  recorded  in  Nicaragua.  Var- 
iable quantities  of  rice  are  exported  and  imported. 

Bean  production  is  slowly  recovering  from  the  severe  drop  in  1957  that  was 
due  to  greatly  decreased  acreage  and  drought.   Production  for  1962  was  32,000 
metric  tons  compared  with  only  12,000  tons  in  1957.   Output  for  1963  is  esti- 
mated to  be  down  to  29,000  tons.   Trade  in  beans  is  very  minor. 

Sesame 


Production  of  this  crop  in  the  last  6  years  has  been  below  the  1952-54 
average  of  12,000  metric  tons.   The  1962  crop  is  estimated  at  only  5,000  tons 
with  no  change  in  1963.   Low  prices  for  sesame  and  competition  for  land  from 
cotton  seem  to  be  mainly  responsible  for  the  decline.   Practically  all  of  the 
crop  is  exported. 

Bananas 

As  part  of  the  Government's  policy  of  diversification  of  agricultural 
production,  the  Development  Institute  in  1961  signed  a  technical  assistance  and 
purchase  contract  with  the  United  Fruit  Company  for  the  production  of  Gros 
Michel  bananas  in  Chinandega.   Under  the  contract  the  Institute  finances  irri- 
gation facilities  and  planting  costs  for  private  producers.   The  fruit  company 
markets  the  crop. 

This  is  the  first  effort  to  bring  large-scale  banana  production  to  the 
west  coast.   Exports  from  the  area  began  in  mid-1962  at  the  rate  of  270  to  360 
metric  tons  per  week  and  by  March  1963  had  reached  9,070  tons.   It  is  estimated 
that  around  5,000  acres  were  under  cultivation  by  the  end  of  1963.   An  official 
of  the  Development  Institute  has  forecast  area  in  production  by  1967  at  20,000 
acres,  half  of  which  would  be  in  the  Department  of  Rivas . 

Tobacco 

Tobacco  production  for  1962  was  2,800  metric  tons  compared  with  2,600  tons 
the  previous  year  and  600  tons  for  the  1952-54  period.   Production  was  estimated 
at  3,000  tons  in  1963.   This  crop  is  grown  entirely  under  irrigation  and  ex- 
tensive use  is  made  of  fertilizer  and  insecticides.   The  country  imports  some 
U.S.  leaf  tobacco  for  blending  and  it  is  expected  that  these  imports  will 
remain  in  the  neighborhood  of  a  half  million  pounds. 
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Other  Crops^ 

Nicaragua  produces  a  variety  of  other  crops  for  local  consumption  and 
export.   The  most  important  are  corn,  rice,  beans,  sesame,  bananas,  and  tobacco. 
In  addition,  crops  such  as  grain  sorghum,  yuca  (cassava),  temperate  and 
tropical  zone  vegetables,  and  tropical  fruits  are  produced  in  sufficient  quan- 
tities to  supply  the  country's  needs.   Wheat  flour  is  the  only  food  product 
imported  in  substantial  quantities.   Small  quantities  of  processed  specialty 
foods  such  as  meat,  milk,  fruits,  and  vegetables  are  also  imported  to  supple- 
ment local  production. 

The  Livestock  Industry 

Cattle  population  in  1961  was  estimated  by  the  Development  Institute  at 
1,572,000  with  a  value  of  $62.8  million.   Cattle  numbers  for  1963  are  estimated 
at  1.7  million  and  projections  for  1966  place  the  number  at  over  2.0  million. 

As  a  means  of  herd  improvement,  the  Institute  in  mid- 1958  began  to  dis- 
tribute to  each  qualified  rancher  a  herd  of  30  cows  of  three-fourths  Brahman 
blood  and  a  registered  Brahman  bull.   Part  of  the  offspring  of  these  herds  was 
to  be  returned  to  the  Institute  for  further  distribution  to  interested  and 
qualified  ranchers.   At  the  end  of  1961,  distribution  had  been  made  of  140 
herds  totaling  4,200  cows  and  140  bulls,  an  investment  of  almost  $800,000. 

In  conjunction  with  its  program  of  livestock  improvement,  the  Institute 
constructed  a  modern  slaughterhouse  near  Managua  to  produce  chilled  and  frozen 
manufacturing  beef  for  export  to  the  United  States.   Other  meat  products  for 
local  consumption  and  for  export  are  produced.   The  slaughterhouse  also  gave  a 
boost  to  subsidiary  industries  such  as  tanneries,  soap,  fertilizer,  and  animal 
feed  plants. 

The  Development  Institute  supplied  technical  and  financial  assistance  for 
establishing  a  cold  storage  plant  with  a  capacity  of  600  metric  tons  at  Corinto 
and  for  expansion  of  the  facilities  of  the  Managua  plant  to  permit  the  pro- 
cessing of  90,000  head  of  cattle  annually  for  export  and  36,000  head  for  local 
consumption.   Some  live  cattle  are  being  shipped,  but  with  the  expansion  of  the 
Managua  facilities  it  is  expected  that  future  emphasis  will  be  on  meat  exports. 
In  1961  the  live  cattle  were  exported  to  the  Netherlands  Antilles,  Colombia, 
Costa  Rica,  and  Peru. 

Nicaragua's  exports  of  hogs  increased  from  58  in  1958  to  5,934  in  1960. 
Exports  in  1961  dropped  to  2,402.   El  Salvador  takes  from  95  to  100  percent  of 
these  exports. 

Estimated  total  fluid  milk  output  increased  slightly  in  1962  after  re- 
maining nearly  constant  for  3  years.  Prospects  for  expansion  in  dairying  are 
good.  Nicaragua  has  the  potential  for  supplying  its  own  requirements.  A  dried 
milk  plant  is  being  planned,  the  output  of  which  could  be  exported,  after  local 
needs  ire  met,  to  other  Central  American  countries  under  common  market  arrange- 
ments.  The  Development  Institute  estimates  the  number  of  milk  cows  at  625,000 
in  1963. 
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AGRICULTURAL  TRADE 
Exports 

Agriculture  as  a  source  of  foreign  exchange  for  Nicaragua  has  been  slipping 
since  1957,  when  farm  products  represented  93  percent  of  total  exports  compared 
with  88  percent  in  1961  (table  3).   In  1957,  coffee  had  not  yet  felt  the  full 
effect  of  the  price  decline;  the  values  of  sesame  seed,  sugar,  and  cattle  ex- 
ports were  up  considerably.   The  position  of  agricultural  exports  has  declined 
relative  to  increasing  exports  of  gold,  copper,  shrimp,  and  the  output  of 
various  light  industries. 

Cotton  and  coffee  in  1961  made  up  67  percent  of  the  agricultural  total. 
Other  agricultural  exports  of  importance  include  meat,  sugar,  sesame  seed,  and 
live  cattle,  which  together  in  1961  amounted  to  21  percent  of  the  total. 

Cotton  replaced  coffee  as  the  most  valuable  export  in  1958  and  has  remained 
in  that  position  each  year  since,  except  for  1960  when  the  cotton  crop  was 
smaller  than  usual.   Published  trade  data  for  1962  are  not  available,  but  pre- 
liminary data  giving  the  value  of  total  exports  and  major  commodities  indicate 
that  cotton  fiber  and  seed  exports  totaled  $35.9  million  while  exports  of 
coffee,  including  soluble,  totaled  only  $19.1  million.   The  respective  values 
for  1961  were  $21.0  million  and  $19.5  million. 

Nicaraguan  exports  of  sugar  in  1962  were  valued  at  $4.5  million  compared 
with  $2.8  million  in  1961.   Both  tonnage  and  price  increased  in  1962  over  1961. 

Exports  of  meat,  mostly  chilled  and  frozen  beef,  have  gone  from  none  in 
1957  to  $4.1  million  in  1961  and  $6.0  million  in  1962.   Exports  of  live  cattle 
are  declining,  reflecting  the  increased  activity  of  the  Managua  slaughterhouse. 
The  value  of  such  exports  in  1961  was  $1.6  million,  but  was  down  to  $0.9  million 
in  1962. 

Although  sesame  seed  production  is  reported  to  be  declining,  the  value  of 
exports  has  increased  from  $1.6  million  in  1957  to  $2.4  million  in  1961  and 
$2.0  million  in  1962.   Very  little  if  any  sesame  seed  is  processed  locally. 

Imports 

Nicaraguan  agricultural  imports  varied  from  $6.5  million  to  $7.4  million  in 
1957-61  (table  4).   Imports  of  $7.3  million  in  1961  were  the  biggest  since  1957, 
showing  an  increase  of  12  percent  over  1959  and  11  percent  above  1960.   Agri- 
cultural commodities  represented  9.8  percent  of  total  imports  in  1961  compared 
with  9.2  percent  in  1960  and  9.1  percent  in  1957. 

Nicaragua  supplies  a  large  part  of  the  food  products  consumed  by  its  people. 
However,  imported  wheat  flour,  which  accounted  for  30  percent  of  the  value  of 
agricultural  imports  in  1961,  furnishes  over  6  percent  of  the  calories  in  the 
daily  diet.   Flour  imports  varied  from  $1.9  million  to  $2.4  million  annually  in 
1957-62.   Imports  in  1961  totaled  $2.2  million.   Wheat  will  replace  most  of  the 
flour  imports  when  Nicaragua's  flour  mill  goes  into  production. 
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Leaf  tobacco  and  dairy  products,  each  with  a  value  of  around  $0.5  million, 
rank  next  to  flour  among  Nicaragua's  agricultural  imports,  and  accounted  for  12 
percent  of  the  value  of  all  agricultural  imports  in  1961.   Rice,  corn,  fruits, 
vegetables,  and  pulses  are  of  somewhat  lesser  importance  but  made  up  25  percent 
of  agricultural  imports  in  1961.   In  addition  to  flour  and  other  commodities 
listed,  the  remainder  of  1961  imports  were  made  up  of  a  large  number  of  minor 
agricultural  commodities. 

THE  U.S.  ROLE  IN  AGRICULTURAL  TRADE 

Exports 

The  United  States  has  taken  21  to  39  percent  of  Nicaragua's  exports  of  farm 
products  in  recent  years  and  is  its  chief  market  for  coffee,  sugar,  sesame  seed, 
beef,  and  bananas.   Exports  to  the  United  States  in  1961,  totaling  $20.6  million, 
were  the  highest  since  1957.   Japan  is  the  largest  market  for  cotton  fiber  and 
seed. 

Other  important  markets  for  Nicaragua's  farm  products  are  West  Germany,  the 
Netherlands,  Great  Britain,  and  Belguim. 

Imports 

Although  the  United  States  is  still  Nicaragua's  best  source  of  agricultural 
products,  its  share  of  this  market  dropped  from  70  percent  in  1957  to  56  percent 
in  1961,  or  from  $5.2  million  to  $4.1  million.   Imports  from  the  United  States 
in  1961  increased  about  5  percent  over  1960.   Until  1961,  U.S.  exports  to  Nica- 
ragua under  P.L.  480  were  relatively  insignificant.   However,  exports  in  1961 
under  Title  III,  P.L.  480  totaled  $0.5  million  and  jumped  to  $1.4  million  in 
1962.   This  title  provides  authority  for  the  donation  of  surplus  agricultural 
commodities  to  needy  persons  outside  the  United  States.   These  exports  consisted 
chiefly  of  nonfat  dry  milk,  cheese,  wheat  flour,  corn,  cornmeal,  and  beans. 

The  United  States  supplies  about  half  of  Nicaragua's  flour  imports,  Canada 
most  of  the  rest.  Imports  of  wheat  are  expected  to  increase* but  Canada  will  be 
a  tough  competitor  in  supplying  wheat  for  Nicaragua's  new  mill. 

Until  1961,  leaf  tobacco  imports  amounted  to  around  $0.5  million,  almost 
all  of  which  came  from  the  United  States.   Increasing  local  production  coupled 
with  high  prices  for  U.S.  leaf  and  high  Nicaraguan  import  duties  probably  will 
prevent  an  expansion. 

Imported  dairy  products  consist  mostly  of  evaporated,  condensed,  and  dried 
milk  and  are  supplied  in  large  part  by  the  United  States.  Netherlands  and 
Denmark  are  our  competitors.  When  and  if  the  planned  dried  milk  plant  goes  into 
operation,  Nicaragua  will  be  able  to  supply  its  own  needs  and  may  furnish  siza- 
ble quantities  to  the  Central  American  common  market.  As  a  consequence,  the 
longer  run  prospect  for  dairy  product  imports  is  not  bright. 

For  the  immediate  future,  the  United  States  probably  will  continue  to  supply 
at  least  half  of  Nicaragua's  requirements  for  farm  products.   Wheat  to  supply 
theoill  under  construction,  oats  for  a  new  rolled  oats  plant,  limited  amounts 
of  flour,  feed  concentrates,  and  possibly  purebred  cattle  offer  the  best  pros- 
pects for  maintaining  and  expanding  U.S.  exports  to  Nicaragua. 
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